#11 2/21/69
Memorandum 69-46

Subject: Study 41 - Small Claims Court law

At the February meeting, the Commission determined that the study
of the small claims court law should be dropped from the agenda.
Attached as Exhibit I is a statement drafted for inclusion in the next
Annual Report authorizing the Commission to drop this topic.

Exhibit IT is an extract from the Report prepared for the Assembly
Committee on Judiciary.

Exhibit III consists of Extracts from the Annual Reports that
requested authority to make the Small Claims Court Iaw study.

Respectfully submitied,

John H. DeMoully
Executive Secretary



Memorandum 69-46
EXHIBIT I
S®IDIES TO BE DROPPED FREOM CAL ENDAR OF TOPICS

Study Relating to the Small Claims Court ILaw

In 1957, the Commission was authorized to meke a study to determine
whether the Small Claims Court Law should be revised.l The Commission
requested authority to meke this study because it bhad recelved communica-
tions from judges in various parts of the state suggesting that defects
and gaps exist in the Small Claims Court Law. The communications suggested
that a variety of matters merited study, including such matters as whether
the monetary jurisdiction of the small claims court should be increased and
whether the plaintiff should be permitted to appeal when the defendant pre-
vails on a counterclaim. Some--but far from all--of the questions which
motivated the Commissicon to request authority to study this topic have
been deslt with by the Legislature2 or by the courts.3

The Commission has conecluded that any study of the Small Claims Court
Law should be a comprehensive one and that such a study would be a substan-
tial undertaking. The Commission is now devoting substantially all its
resources to two major studies-=-condemnation law and procedure and Inverse
condemnation--and is unable to commence work on another major study at this

time. It is likely that the Small Claims Court law will receive continuing

1 mis study was authorized by Cal. Stats. 1957, Res. Ch. 202, p. 4589. For
a description of the topic, see 1 Cal. L. Revision Comm’n Reports, 1957
Report at 16 (1957).

2 For example, the Jjurisdictionsl limit was increased from $100 to $150 in
1957, from $150 to $200 in 1961, and from $200 to $300 in 1967.

3 For example, Skaff v. Small Cleims Court for Los Angeles Judicial Dist. of
Los Angeles County, 68 A.C. 73, 65 Cal. Rptr. 65, 435 P.2a 825 {1968),
held that where the defendant recovered on a counterclaim against the
plaintiff, the plaintiff was entitled to appeal to the Superier Court
from the judgment on the counterclaim.
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legislative attention.h Morecover, & revision of the Small Claims Court
Law would present policy questions concerning judicial administration that
would be appropriate for study by the Judicial Council. Accordingly, the

Commission recommends that this topic be dropped from its agenda.

A report prepared for the Assembly Committee on Judiciary in 1969 sug-
gested that legislative hearings on the small claims courts would be

worthvhile. See Goldfarb, Problems in the Administration of Justice
in California 96 (1969).

-2-



()

Ve £t EXRIBIT II

small Claims Courts, The California Legislature has attempted

to provide in the small claims courts a forum for the settlement of miné?:“":
fssues., The idea is for litlgants to be able to come into court and have:

petty disputes resolved with a minimum of delay and expense. The splrit !
behind the creation of small claims courts has been abused by some cor~ .

porations and occasionally by state agencies.

These courts often are captured by business interests who Iindi
them a useful tool for the collection of debts. A study of the Oaklapd- :

Pr-dmont Smail Claims Court, published in the University of Califo
Law Review in 1964, showed that two out of three users were eithey

business firms (jewelry and department stores, mail order houses, @inance
companies) or, to a lesser extent'. local government agencies {principdlly
the County of Alameda with claims for hospital services rondered and for
unpaid taxes), Most {85 percent} of these organization plainLif!s fijed
several claims at a time, and most were frequent users of the Couet.

Over 85 percent of the defendants in the OQakland-Piedmont Small Claims
Court were individuals; the remainder were businesses or goverpsend
agencles. It is principally the business community, not the peor, that
reaps the advantage of the inexpensive and speedy procesnes of small

claims courts.

In the small claims courts of many other states, there 1§ o grast
disparity in representation. Corporations are represented by attorneys
and individual defendants are not. California attempted to meet this m-
equity by forbidding attorneys in the small claims court. But undor the
California law, any officer of a corporation is allowed to prosecute g
corporation’s suit, And many of the corporate officers who go fo this
court to collect payments just happen to be lawyers. Lver if the cor-
porate agent 13 not an attorney, the procedurc frequently pits a sopins-
ticated business representative against an unskilled, often nexpenenced

poor person.
One way to egqualize the procedures in small claims courts would

be to guarantee both sides lawyers. But the 1ntpoduc:tion of attorreys
oould defeat the fundamental purpose of the small claims courts to Settle
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disputes quickly and simply. These courtsdo serve a useful purpese,
and they should be preserved for the benefit of Htigants who do nul Kse

courts regularly and who need a forum to settle small disputes.

' Those litigants who use the courts regularly in their businesses
probably should be using the municipal* courts or the Justice cour's, where
all partics can be represented by attorneys. One way to assure that
frequent litigants use the regular courts would be to prohibit plantiffs
from bringing suit in small claims more than once a year. Another, and
perhaps more easily enforceable, means of achleving the Qame objective
would be to preclude corporations from suing in smal} claims courts,

The California Code of Civil Procedure (Section 117{f)) already ex-
cludes all assignees from small claims. In New York only.natural per-

sons may bring suits in small claims courts,

Corporations, through their attorneys, would still be able to
prosecute their legitimate collection claims, and the small claims court
would be preserved for less sophisticated suitors who cannot afford
attorneys and who lack the know-how and resources to prosecute claims

in the highor courts.

Suits by corporations should not be moved from the small claims
to the municipal courts without some assessrn_ént of the potential impact
of the change on the workload of the municipal courts. (Small claims
and municipal court cases often are handled by the same judges in the
same courtrooms, but with different procedures.) Any hearings on this

subject must also deal with this administrative question.

Two additional problems are associated with the current opera-
tions of small claims courts: the need to post bonds for appeals and the

need for expeditious procedures to execute judgments,

If a small claims plaintiff loses his suit, he has no appeal.
iIf the defendant loses, he has an appeal to the Superior Court, where
he may have a trial de novo. But to appeal he must post a bond equal
to the amount of the judgment against him in small claims court.
C.R.L.A. currently is chailenging the bond requirement for indigent

defendants, seeking an "in forma pauperis-bond."
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Although plaintiffs may be able to manage in small clhims
without a lawyer, once they get a judgment, they have no idea of ho:
to execute it. The need for a lawyer could be avoided if the sheriff 'é

departments would help in executing judgments. '

Hearings on the operations o: the state's small claims courtlz:;
would be worthwhile. Although Califi.:ia lower courts, particularly
small claims, are neither as visible nor as impressive as the Superlor
Courts and the Supreme Court, they are vital in dealing with the mass
of the small disputes that must be solved if citizens are to be treated

justly and if they are to have confidence in their courts.




E(RIBIT III

Topic No. 4: A study to determine whether the Small Claims Court low -
should be revised.

In P55 the commission yeporeted $o (he Bomislaluee * (hat 3 il
received compnientions From soveral fadges in vnvious parlis of the
Stute redting to dofecls and gaps in the Smnll Clions Coarl w14
These sugrestions coneeriod saeh matlers as whether Toos mnd miteage
winy b eharged in connection with the servies of vaviens papers,
whether witsiesson may e sabpoenned wnd are entitlad $o fees amd wile-
mre, whwther the monetary jurisifivtion of (he senlt elaims sonris slonled
be ineremanl, whether sovction on appenl honds should he vegqaired 1
Justify in all e, il whether the plaintill shouk) have the righl 1o
mapeal Frenm amy salverses judgnnant, The connmission sinteed il e nani-
ber sl varieiy of these comomasieat ions supgostedl that the Small
Chrims Conet b merited stanly,

Tl Y0055 Ression ol the Legistad vee dovlined o sathorize the eom-
misnion Jo study (he Smadl Clims Cowet Law st thad Gime, Na com-
prebensive stly of the Sl Claims Conrd Law hax sisee boen mnde,

Mennwhile, e commiirdon has reecieed eomuamieations making mldi-
tivinl siperestions Tor revision of (he Smalt ¢laios Conrt faw: g
thal the smald eltivs congey shonlil I cpowsrsd b set aside The jnlpe-
wend and roopes the eise whes i is just e Qoose; Lhad Che plandil?
sheneld Be grerinilied fo appesl when the defeadunt prevaits on o conn-
berefaim : ank thal the small edaims fopm sboggbd e amemlel o (1
aivive the deFendant Hhad be Las # ciehl 1o conntevclain mel $hal Tail-
tre Jo o so o g chiing avising onl of ) sme Teansaetion wild har
his right (o sne on the claim der mnl (23 vequiee a slafemenl as o
whiere the sed sevareed ina negligenee cse.

Fhis continmped byderest in eevision of $he Baadl Claims Uooel Law
b Jonlseesa]l The eompission sgnin o revtiest solhorily 1o mnke n sty
of it ;
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Topic No. 10. A study lo determine whether the Small Claims Court Low
should be revised,

TPhe eommission has reccived emumunicutions From several jnedges
of munieipnd sl justies conris in varions parly of the Ntade velading
to defeets mmd gups in the Bl Clrins Courin Law" These suge-
gostions Buve voncerned sl matiors ag whether fhe monetiary jurss-
dietion of the snall elnims cmwrts should be inevensmd, whether fees
aid mikuge may e eligged i emmechion with the :-:x-rw.-it-t_- ol vari
papers, whether witneswes sy be sibporsasd and e eotithal o frooy
and wileagpe, whether suvetios on appeal Bowls shandid be numl_l’oﬂ o
Justily in afl enses, and whether the plainGl shioabl have the righl 1o
appent frome an wmlverse judgment. The nnmber wml variety of thege
cotrsticnt o smpegresls that, the Soadl Cinibios Uouel Yaw is open 1s
eonxiderahle intprovenent,




